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13 ANADARKO BASIN 15,365 
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Report to Shareholders 


Clark Canadian Exploration Company, in the 
fiscal year ended May 31, 1970, effected sig- 
nificant progress toward its objective of build- 
ing a comprehensive natural resources com- 
pany with an aggressive exploration posture. 
It is perhaps worthy of note that this progress 
was achieved in a period of considerable eco- 
nomic difficulty, caused primarily by tight 
money conditions. 


EXPLORATION 


As previously announced, Clark Canadian 
made an important gas discovery in the Ana- 
darko Basin of Western Oklahoma in July, 
1970. The company holds a very significant 
372% working interest in this discovery, the 
full extent of which had not been determined 
as of the date of this report. 


From the standpoint of future exploration, the 
most important events during the 1970 fiscal 
year were the negotiations which led to your 
company’s entering into joint exploration 
programs with two major United States 
corporations. 


Terms of the agreements provide that approxi- 
mately $10,000,000 will be employed for 
exploration and exploratory drilling in Canada 
and in the Anadarko Basin of Western Okla- 
homa and Texas over the next two years. 
Your company will manage the exploration 
activities, for which a management fee will be 
paid, and will have a carried working interest 
in the programs. 


Management will continue to undertake only 
those exploration projects which appear to 
offer the potential for significant new dis- 


coveries of petroleum reserves. Your com- 
pany expects to participate in more than 
twenty of such projects during the current 
fiscal year. Each project will have the poten- 
tial of substantially increasing company 
reserves. 


In addition to the two major joint exploration 
programs mentioned above, Clark Canadian 
is actively engaged in current exploration for 
natural gas and oil in Western Canada, the 
Anadarko Basin of Western Oklahoma and 
the Rocky Mountain area. 


PERSONNEL 


To provide for continuing growth, the com- 
pany has expanded management resources 
during the year with the following appoint- 
ments: Claude R. Nash, a certified public 
accountant formerly associated with our audi- 
tors Arthur Andersen & Co., as corporate sec- 
retary, treasurer and chief financial officer; 
Douglas B. Leitch, formerly with Union Oil 
Company of Canada Limited, as manager of 
the Canadian Division; and Ted C. Fowler, 
a geologist who has been associated with Clark 
Canadian for some time, as manager of the 
Oklahoma Division. 


We are pleased that Donald G. Lawson, presi- 
dent of Moss, Lawson and Company Limited, 
and vice-chairman of the Board of Governors 
of the Toronto Stock Exchange, has recently 
joined the company’s board of directors. 


The staff of the Calgary office has been 
expanded from two to six employees and a 
new divisional office, to be staffed by eight 
persons, has been opened in Oklahoma City. 


The company’s administrative functions will 
continue to be discharged from the corporate 
headquarters in Denver, Colorado. 


We expect our 1971 fiscal year will be one of 
intensive petroleum exploration as we utilize 
the many complementary talents of our man- 
agement and scientific groups. We are in- 
tensely proud of your company and believe 
we now stand on the threshold of a period of 
extraordinary growth potential. 


FINANCIAL 


Operating revenues in the 1970 fiscal year 
amounted to $808,145 compared with $291,520 
in the previous year. Despite this substantial 
increase in revenue, operations during the year 
resulted in a net loss to the company of 
$224,161. This result must be measured against 
the strong corporate foundation, described in 
this report, which has been established during 
the period. 


Your company is in a solid financial position, 
and will be able to take advantage of this 
foundation in the future. 


PRODUCTION 


Oil sales during the 1970 fiscal year were 
$326,481 compared with $32,972 in 1969. This 
increase in production was the result of the 
Collums field discovery. The field was de- 
veloped in the early part of the 1970 fiscal 
year and it is presently being unitized as later 
described in this report. 


RESERVES 


Also due to the Collums field discovery, your 
company’s reserves, as determined by inde- 
pendent petroleum engineers, increased to ap- 
proximately 680,000 barrels of oil as of May 31, 
1970. These reserve estimates do not include 
any amounts relating to the company’s Okla- 
homa gas discovery in July of this year. The 
Oklahoma find is described in greater detail 
later in this report. 


ACREAGE HOLDINGS 


During the past fiscal year gross acreage 
increased to 9,900,365 acres from 8,723,316 
acres. Net acreage increased to 2,482,510 
acres from 2,054,266 acres. This increase is in 
keeping with your company’s policy of acquir- 
ing, at relatively low prices, large spreads of 
geologically prospective land in unexplored 
areas for future disposition. 


On behalf of the directors, it is my pleasure 
to extend our thanks to our shareholders and 
to our employees for their support which has 
made possible the continued success of the 
company during the past fiscal year. We 
intend to warrant your continuing confidence. 


On behalf of the Board, 
? 


GENE CLARK, Jr., 
President and Chief 


August 14, 1970. Executive Officer. 
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Report on Exploration and Development 


Clark Canadian Exploration Company is en- 
gaged in the exploration, development and/or 
production of petroleum and natural gas in 
the Powder River Basin of Wyoming and 
Montana, the Anadarko Basin of Oklahoma, 
Canada, the Arctic Islands, Alaska and, during 
the 1970 fiscal year, through its subsidiary, 
Clark Canadian Offshore, Inc., in the offshore 
Louisiana and Texas areas. The company ac- 
quires promising geological prospects identi- 
fied by its technical staff and conducts the 
exploration and development for its own be- 
half and industry participants. 


The company is also engaged in the practice 
of acquiring large spreads of geologically pros- 
pective land, in unexplored areas, at relatively 
low prices for future disposition. 


Clark Canadian maintains exploratory pro- 
grams and a strong acreage position in many 
of the major petroleum provinces of North 
America. During the past year, primary 
emphasis in exploration and development has 
centered in Western Canada, the Anadarko 
Basin of Western Oklahoma and the Rocky 
Mountain Region. It is expected that drilling 
activity will again be concentrated in these 
areas in the coming year, with particular em- 
phasis directed toward the two joint explora- 
tion programs in Western Canada and the 
Anadarko Basin. 


Developments during the past year point to 
the eventual establishment of major petroleum 
reserves in the Canadian Arctic Islands and the 
continental shelf of Eastern Canada. Clark 
Canadian has established a meaningful acreage 
position in these areas and the long-term out- 
look for development of petroleum reserves 
on the lands is promising, notwithstanding the 
logistical problems involved in the exploration 
and development of the areas. 


A more detailed review of exploration and 
development during the past year and plans 
for the coming year follows. 


Arctic Islands: Clark Canadian holds an 
undivided 1,109,545 net acres in exploration 
permits covering 4,383,358 gross acres in the 
offshore Arctic Islands. These permits are pri- 
marily located nearshore in areas where water 
depths are relatively shallow. A map indicat- 
ing company holdings in the Arctic Islands is 
shown on Page 5 of this report. 


In the past year, agreements were finalized 
whereby exploratory work commitments in 


the North Ellef Ringnes Island area and the 
Axel Heiberg Island area were assumed by 
other companies. At Ellef Ringnes, French 
Petroleum Company of Canada will earn an 
undivided 20% interest in 591,145 gross acres 
by performance of work commitments for four 
years covering these lands. At Axel Heiberg, 
Westcoast Production, Ltd. will earn an un- 
divided 20% interest in 536,310 gross acres 
with a like commitment. In addition, West- 
coast received an undivided 30% interest in 
these lands in return for a cash payment to 
Clark Canadian and the other participants. It 
is anticipated that similar agreements will be 
reached with other companies for assumption 
of work commitments on other permits owned 
by Clark Canadian in the coming year. 


Exploration work in the Arctic Islands has been 
accelerating at a rapid rate in the past two 
years, largely through the efforts of the Pan- 
arctic consortium. To date, the Panarctic group 
has discovered gas at Drake Point on Melville 
Island and the accumulation appears to be 
major in size. Panarctic is currently drilling a 
well at Hoodoo Dome on Ellef Ringnes Island 
on a large surface structure. In addition, major 
exploratory programs in the Arctic Islands are 
being instigated or contemplated by other 
companies at the present time. These pro- 
grams will continue the evaluation of this vast 
geological province. 


Of further significance during the past year 
was the successful voyage of the Humble Oil 
and Refining tanker S.S. Manhattan through 
the Northwest Passage to Alaska, indicating 
that future shipments of petroleum by this 
route are feasible. 


Beaufort Sea: Clark Canadian holds an un- 
divided 71,455 net acres in exploration permits 
covering 285,821 gross acres in the Beaufort 
Sea, approximately 100 miles north of the 
Imperial Oil Limited Atkinson Point oil dis- 
covery on Tuktoyaktuk Peninsula, in the North- 
west Territories. 


The company, together with its participants in 
these permits, plans to join with other acreage 
owners in the area in the conduct of a joint 
marine reconnaissance seismic program during 
the summer of 1970. This program was origi- 
nally planned for the summer of 1969 but 
adverse weather conditions forced the delay. 


Eastern Canada: Clark Canadian holds an un- 
divided 282,533 net acres in exploration per- 
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mits covering 1,130,135 gross acres on the 
continental shelf of Eastern Canada. Several 
major oil companies have begun comprehen- 
sive exploration programs in this area and sig- 
nificant oil and gas shows have been noted in 
wells drilled recently. 


The company made no attempt during the past 
year to secure industry participants in these 
lands. The recent upsurge of exploration 
activity should, however, lead to arrangements 
with other companies on a favorable basis. 


Western Canada: During the past year, com- 
pany management devoted much time and 
effort to the formulation and establishment of 
a joint exploration program in Western Canada 
with a major U.S. corporation. The agreement 
for the joint program is now in effect and will 
result in greatly expanded exploration activity. 
In this regard, the Canadian Division staff has 
been expanded to six persons and overall plan- 
ning of the exploration program has 
commenced. 


Intensive geological and geophysical studies in 
many areas of the Western Canadian sedi- 
mentary basin have been undertaken and many 
highly prospective areas noted. Comprehen- 
sive computerized geological programs have 
been developed and utilized in the selection 
of favorable areas and individual prospects. 


The company anticipates that the major drill- 
ing activity will be conducted during the com- 
ing winter season when most areas are readily 
accessible. Primary emphasis will be placed 
on the drilling of wildcat prospects in explora- 
tion for reservoirs of high potential. 


Anadarko Basin: Clark Canadian has continued 
to place strong emphasis on exploration in the 
Anadarko Basin in Northwestern Oklahoma 
and the Texas Panhandle. During the past 
year the company acquired acreage in six 
prospective areas, selected on the basis of sub- 
surface geology and geophysics, and described 
as follows: 


1) West Okeene Prospect — Major County, 
Oklahoma: The test well on this prospect was 
drilled to a total depth of 9,714 feet jointly by 
Clark Canadian and An-Son Corporation with 
one other industry participant and found to 
be non-productive; however, significant shows 
of gas were observed in the Hunton and Ches- 
ter formations. Subsequently, portions of the 
company’s lease block were requested for 
farmout by two operators. The company has 
reached a decision to delay any farmout until 


such time as further geological and geophysi- 
cal work can be scheduled. Evaluation of this 
data will determine the company’s plans in 
this area. The Company retains an undivided 
25% working interest in this prospect. 


2) Mutual Townsite Prospect — Woodward 
County, Oklahoma: The test well on this pros- 
pect was drilled to a total depth of 11,344 
feet jointly by Clark Canadian and Cities 
Service Oil Company with two other industry 
participants and found to be non-productive. 
Excellent shows of gas were found in the 
Morrow and Hunton formations. The com- 
pany has scheduled field gravity and seismic 
operations on this lease block and it is anti- 
cipated that additional drilling will be carried 
out in this area. The Company retains 
an undivided 25% working interest in this 
prospect. 


3) North Seiling Prospect — Major County, 
Oklahoma: The test well on this prospect was 
drilled to a total depth of 8,330 feet by Clark 
Canadian with two other industry participants 
and found to be productive in the Chester 
(Mississippian) formation. The company holds 
an undivided 37.5% working interest in the 
test well and in approximately 3,000 net acres 
in this block. Further details regarding this 
well will be found in the section on PRODUC- 
TION AND RESERVES. 


4) East Arnett Prospect — Ellis County, Okla- 
homa: The test well on this prospect is cur- 
rently being drilled by the company and two 
other industry participants to the Hunton for- 
mation at an anticipated total depth of 13,800 
feet. The company holds an undivided 25% 
working interest in this prospect. 


5) Northeast Mutual Prospect — Woodward 
County, Oklahoma: The company has _pur- 
chased oil and gas leases in this prospect area 
covering 1,585 net acres and negotiations are 
in progress for farmout lands. A test well to 
the Hunton formation at a depth of 11,000 feet 
is planned for this area. 


6) North Burmah Area — Dewey County, 
Oklahoma: The company has purchased oil 
and gas leases in this prospect area covering 
1,542 net acres. Farmout request have been 
tendered to other operators holding lands in 
the area. Should the farmouts be approved 
a test well to test the Hunton formation at 
14,700 feet will be scheduled. 


A notable achievement of the past year has 


been the negotiations between the company 
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and a second major U.S. corporation which 
led to agreement on a joint exploration pro- 
gram in the Anadarko Basin. The program will 
be in effect for a minimum of two years and in- 
volve a greatly accelerated exploration effort in 
acquisition of lands and drilling activity. 


Consequently, an Oklahoma Division office 
has been opened and staffed. As in Western 
Canada, extensive geological and geophysical 
studies are in progress, several utilizing com- 
puterized data. Drilling of the first test wells 
to be included in the joint exploration pro- 
gram is expected in the near future. 


The Anadarko Basin is an area of prolific 
natural gas production and reserves. With the 
expanding natural gas market in the United 
States and the anticipated rise in natural gas 
price at the wellhead, primary emphasis of the 
joint exploration program will be placed on 
development of natural gas reserves. Prime ob- 
jectives will be the Hunton, Morrow, Chester, 
Tonkawa, Cottage Grove, and Oswego forma- 
tions. Secondary objectives will include the 
Red Fork, Osage and Meramac formations. 


CTU KiCR AT. 


Long range objectives will include deeper for- 
mations in the Silurian and Ordovician systems. 
A map of the Anadarko Basin is shown on 
Page 7 of this report. 


Rocky Mountain Region: Clark Canadian has 
continued its exploration effort in the Powder 
River Basin during the past year. The com- 
pany’s strong lease position has been main- 
tained in anticipation of further activity and 
new acreage has been acquired in several 
areas of interest. 


During the past winter, the company drilled 
the four-well Bear Creek/Trail Creek program. 
The test wells were non-productive in the 
Muddy sandstone, but undivided interests in 
10,000 acres were earned by their drilling. The 
company now has firm commitments from 
other operators for the drilling of six additional 
test wells on or near company acreage and 
management will commit a portion of its 
acreage toward the drilling of the six wells. 
Agreements will be sought by the company to 
provide additional evaluation of the com- 
pany’s acreage by other operators. 
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Clark Canadian also maintains a strong acreage 
position in the Benteen-Crow area in the 
northwestern portion of the Powder River 
Basin. During the past year the company pur- 
chased 4,800 additional acres in this area and, 
jointly with Pan American Petroleum Corpora- 
tion, drilled two test wells. The wells were 
non-productive in the Muddy sandstone but 
subsequent detailed geologic studies indicated 
a strong prospective area to the east of these 
wells. 


At a subsequent Crow Indian Agency lease 
sale the company purchased a full interest in 
2,500 acres and currently plans to drill or con- 
tribute toward the drilling of a well or wells 
in this area during 1970. 


Alaska: Clark Canadian holds an undivided 
67,919 net acres in 201,102 gross acres in the 
form of Federal oil and gas lease applications 
in several geological provinces in the State of 
Alaska. These areas of interest were selected 
after the discovery of vast oil reserves at Prud- 


hoe Bay on the north slope of Alaska. The 
state has experienced increasing exploration 
activity in many areas since the discovery at 
Prudhoe Bay and additional discoveries are 
anticipated by industry personnel. 


One of the most prospective areas for develop- 
ment of long-range petroleum reserves is the 
Norton Sound area on the Yukon River Delta. 
Other companies with holdings in the area 
have scheduled major seismic programs on- 
shore to augment previous seismic work done 
by the United States Geological Survey off- 
shore in the Bering Sea. 


The offshore geophysical program indicates 
the probability of a Tertiary sedimentary basin 
on the delta, continuing offshore into the 
Bering Sea. The Tertiary basin would be most 
prospective for the accumulation of hydro- 
carbons. Clark Canadian holds 35,840 net 
acres in 89,600 gross acres in the Norton Sound 
area. A map of Alaska and the Norton Sound 
is shown on Page 8 of this report. Interests 
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in these lands will be offered to the industry 
in the form of a joint exploration package in 
the coming year. 


Report on Production and Reserves 


Important activities of the company during the 
past year in increasing production and reserves 
include the completion of development wells 
and agreement on unitization and secondary 
recovery procedures in the Collums field, and 
establishment of wet gas production in the 
North Seiling area. 


Since May 31, 1969, eight successful develop- 
ment wells have been drilled and completed 
in the Collums field. The eight wells have pay 
thickness from 12 to 28 feet of net Muddy 
sandstone, with porosities to 28%. Initial 
potentials of the wells ranged from 160 to 634 
barrels of oil per day. 


Late in 1969 Clark Canadian, Pan American 
Petroleum Corporation, Atlantic Richfield 
Company and other interest owners in the 
Collums field area formulated plans for the 
unitization of the field and development of 
secondary recovery procedures for maximum 
oil and gas recovery. Agreement on para- 
meters of participation was reached by all 
parties and installation of water injection 
facilities and equipment was started during the 
early part of 1970. Injection of water is sched- 
uled to begin on or before September 1 of this 
year. Independent engineers have estimated 
the company’s proven recoverable reserves 
from the field at 510,000 barrels after produc- 
tion to the end of fiscal 1970. A map of the 
Collums field and unit outline is shown on 
Page 9 of this report. 


Since the end of the 1970 fiscal year, but prior 
to the date of this report, Clark Canadian 
drilled the initial well on its North Seiling 
prospect in Section 2, Township 20 North, 
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Schedule of Exploratory and Development Drilling 
June 1, 1969 to May 31, 1970 


Well Name Area Depth 
Pan Am — USA Clark Canadian “C” #2 


Company Interest Status 


Muddy Sandstone 
Oil Well 


Muddy Sandstone 
Oil Well 


Muddy Sandstone 
Oil Well 


Muddy Sandstone 
Oil Well 


Muddy Sandstone 
Oil Well 


12.5% Working Interest Muddy Sandstone 
Oil Well 


12.5% Working Interest Muddy Sandstone 
Oil Well 


Muddy Sandstone 
Oil Well 


Montana 8129’ 37.5% Working Interest Dry and Abandoned 
Montana 8325’ = 337.5% Working Interest Dry and Abandoned 
Montana 7336’ 37.5% Working Interest Dry and Abandoned 
Montana 7673’ 37.5% Working Interest Dry and Abandoned 
Montana 3526) 
Montana 3202’ 
Oklahoma 9714’ 


Wyoming 7415’ 25% Working Interest 


Pan Am — USA Clark Canadian “D” #1 Wyoming 7370’ 25% Working Interest 


Pan Am — USA Clark Canadian “D” #2 Wyoming 7390’ 25% Working Interest 


Pan Am — USA Clark Canadian “D” #3 Wyoming 7440’ 25% Working Interest 


Pan Am— USA Clark Canadian “D” #4 Wyoming 7430’ 25% Working Interest 


Pan Am — Haley Unit #1 Wyoming 7410’ 


Pan Am — Sacks Unit #1 Wyoming 7385’ 


Anschutz Corporation — #1-3 Government 55 Wyoming 7387’ 4.1% Working Interest 


Clark Canadian — #1 Hawks 

Clark Canadian — Federal #1 

Clark Canadian — #1 Whitham 

Clark Canadian — #1 Powers 

Pan Am — Crow Tribal Be 

Pan Am — Crow Tribal “C”’ 
An-Son — Clark Canadian #1 Randolph 


25% Working Interest Dry and Abandoned 
25% Working Interest Dry and Abandoned 


25% Working Interest Dry and Abandoned 


The Company’s wholly owned subsidiary, Clark Canadian Offshore, Inc., had a .03279 working interest in seven test 
wells drilled and abandoned in the Louisiana and Texas offshore areas as a part of the C & K Offshore program. 


Range 16 West, Major County, Oklahoma. The 
well encountered gas bearing limestone with 
excellent porosity in the Upper Chester (Mis- 
sissippian) formation at a depth of approxi- 
mately 8,145 feet. A drillstem test was run in 
the Chester formation and, after one minute, 
gas flowed at a rate of 11 million cubic feet 
per day with a strong spray of condensate. 
Recovery in the test tool was 200 feet of con- 
densate with no water. Pressures recorded 
were well above average for the Chester for- 
mation. Electric log analysis indicated a mini- 


mum of 16 feet of productive section in the 
Upper Chester with two additional zones 
below this interval indicated to be gas bearing. 
The company holds an undivided 37.5% work- 
ing interest in the test well and in a block of 
approximately 3,000 net acres surrounding the 
well, all of which is prospective. It is probable 
that the first of the development wells will be 
drilled to the Hunton formation, estimated at 
10,500 feet. Spacing for gas in this area is 640 
acres per well. A map of the Seiling area is 
shown on Page 10 of this report. 
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clark canadian exploration company 


CONSOLIDATED BALANCE SHEET 


(Canadian Dollars) 


May 31 
ASSETS 1969 
1970 Restated 
CURRENT ASSETS: (Note 3) 
Gash) ~ suchas bsdsvata: dara Seale Soto s eos ee ae ee $ 207,198 $ 334,450 
Certificates of-depositis3s, o.5.. Guerra een ee es ee — 657,315 
Marketable securities, at cost which approximates market .. — 300,255 
Accounts*and notes receivable passer eee oe eee 44,220 101,042 
Leases, heldifortresale:sat COSts > nce eets ven eee 496,940 222,466 
Deposits and: prepaid “expenses ia3 ae a 61,356 35,104 
Totalcurrent assetsi ccs ahs Atte eee 809,714 1,650,632 
PROPERTY AND EQUIPMENT, at cost 
(Notes 2, 3 and 4): 
Oil and gas properties, including lease and well equipment 1,291,613 596,174 
Furmiturevandcfixturesa pe tees. are ee ela cee eee 32,826 14,458 
1,324,439 «610,632 
Less — Reserves for depreciation, depletion and amortization 346,649 184,179 
977,790 426,453 
$2,077,085 


AUDITORS’ REPORT 


To the Shareholders and the Board of Directors, 
Clark Canadian Exploration Company: 


$1,787,504 


We have examined the consolidated balance sheet of CLARK CANADIAN EXPLORATION 


COMPANY (a Texas corporation) and subsidiary as of May 31, 1970, and the related consolidated 
statements of operations, shareholders’ investment and source and application of funds for the year 
then ended. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing procedures as 


we considered necessary in the circumstances. 


In our opinion, the consolidated financial statements referred to above present fairly the 
financial position of Clark Canadian Exploration Company and subsidiary as of May 31, 1970, and 
the results of their operations and the source and application of funds for the year then ended, in 
conformity with generally accepted accounting principles applied on a basis consistent with that of 
the preceding year after giving retroactive effect to the change in the method of accounting for 
deferred income taxes, as explained in Note 3 to the consolidated financial statements. 


Denver, Colorado, 


July 14, 1970. ARTHUR ANDERSEN & CO. 


May 31 


LIABILITIES 
1970 


CURRENT LIABILITIES: 
Short-term bank notes payable, 9% and 914%, unsecured $ 237,558 
Currentimatunities on long-term debt «...5...0.2..0242.- — 


IXCCOUMIS Da Vall CMe mer htlte PMN Se ccs ei eee 66,151 
PACCLUGG MII NTLES race pusede acs ote 3 on ee a a 5,382 
fotalcurrent liabilities. ..5..eeesme ee cee ee ne 309,091 
LONG-TERM DEBT: 
Note payable to bank, less current maturities above ...... = 
SHAREHOLDERS’ INVESTMENT 
(Notes 2, 3 and 5): 
Common stock, no par value — 
Authorized 5,000,000 shares 
Issued 1,916,285 shares in 1970 and 1,914,285 shares in 
he LS) aN aa re a at ne rere eee a AE Nr Aare 1,229,146 
CADISLE SULP INS i teeta cet ori © ebalal oni ie coe earmen a et vara 373,596 
RElainedecahninegsn(GCliClt): sca 2 tore eee eo Troe (124,329) 
1,478,413 


$1,787,504 


1969 
Restated 


(Note 3) 
$ 266,841 
10,893 
78,013 
8,418 


<0 § 9) 16. fe 2 6 6 


eevee veee 


eeeeeveee 


1,227,646 
373,096 
99,832 


ee 


We) @ > (ee) -e..@ Je 


$2,077,085 


The accompanying notes to consolidated financial statements are an integral part of this balance sheet. 


ss 


Approved on behalf of the Board: 


we 
v 


Gene Clark, Jr., Director. 


Patrick S. Beaird, Director. 
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Consolidated Statement of Operations 


(Canadian Dollars) 


Year Ended May 31 


1969 
1970 Restated 
(Note 3) 
OPERATING REVENUES: 
Contract drilling, lease sales and related services ........ —$ 481,664 $ 258,548 
Oil-and' gas production incomes: ee. eens eee 326,481 32,972 
808,145 291,520 
OPERATING EXPENSES (Note 2): 
Cost of contract drilling, lease sales and related services 416,888 145,175 
Oil-and gas production exoenses:- 5. ance eee ee eee 79,058 8,936 
General and administrative expenses ................... 392,931 237,276 
Depreciation, depletion and amortization .............. 162,470 21,416 
1,051,347 412,803 
(LOSS). FROM @©PERATHONS, conc scree tees ie nee eee eee (243,202) (121,283) 
OTHER INCOME (EXPENSE): 
Interest GEXPeNnSe™ 2 atseulte, <hals ers orca alone meee ter eke (3,578) (20,742) 
Oe aes re 0 ob Se Oe a eee 22,619 25,697 
19,041 4,955 


(ecw; aw jen ist (elke) xe lin) (fe), '0) jonter en iol b) [eure 


NET (LOSS) INO te 23) ashy ee aon a oes te ere eee eee $ (224,161) $ (116,328) 


NET (LOSS)_PER COMMON: SELARE (NOt@s6) stance earn rarer $(.12) $(.09) 
NET (LOSS) PER COMMON SHARE ASSUMING FULL DILUTION 
(ING@EGL GC). iresamnn, schws sacl ane ncuptntn cece cert inca eleanor re $(.12) $(.09) 


The accompanying notes to consolidated financial statements are an integral part of this statement. 
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Consolidated Statement of Shareholders’ Investment 
(Canadian Dollars) 


Common Stock 


Number Retained 
of Shares $1,082 No Capital Earnings 
Outstanding Par Value Par Value Surplus (Deficit) 
BALANCES, May 31, 1968, as previously reported 15,000 $ 16,230 $ — $ — $ 128,455 
Adjustment for change in method of acount- 
ing for deferred income taxes (Note 3) ... 87,705 
BALANCES, May 31, 1968, as restated ........ 15,000 16,230 — — 216,160 
Common stock issued in connection with 
merger with Amherst Canadian Oil Com- 
PSTVit Phoratete coreitehercl ashore tie el hovers simak Satna ees 137 148 10,887 
Common stock issued in exchange for pro- 
ducing oil and gas properties ........... 155 168 (2352 
Conversion of 15,292 shares of $1.082 par 
value common stock into 1,114,285 shares 
of newly authorized no par value com- 
MONgSTOC Keene Saran es see ee 1,098,993 (16,546) 16,546 
Sale of 700,000 shares of no par value 
COMMON StOCKMeee mere ace ovate aa 700,000 1,050,000 350,000 
Stock issuance expenses ................- (53,843) 
Exercise of option to purchase 100,000 shares 
of common stock by underwriter ........ 100,000 161,100 53,700 
Netaloss)Morthesveanrnsaocn ess. sarees (116,328) 
SY MUAINKEIES, IMGW) Sil, TISIESE Goo oaeodovecseadoe 1,914,285 — 1,227,646 373,096 99,832 
Sale of 2,000 shares of no par value common 
STOCKER eRe oen whe eokrac oe ae 2,000 1,500 500 
INGE USS) ole WHE WEA jog aousosde nose ewee (224,161) 
BAPANGES Silay 54d 1970 6. a une sco gets ee 1916285 9.5 = $1,229,146 $ 373,596 $ (124,329) 


The accompanying notes to consolidated financial statements are an integral part of this statement. 


Consolidated Statement of Source and Application of Funds 


(Canadian Dollars) 
Year Ended May 31 


1969 

1970 Restated 

FUNDS WERE PROVIDED FROM: (Note 3) 
Naty (lass) for tha? Veari cts. lene eeeee ate alc Bie levee 2 $ (224,161) $ (116,328) 

Add charges to income not requiring funds — 

Depreciation, depletion and amortization (Note 2) ... 162,470 21,416 
Funds provided from operations .......... (61,691) (94,912) 
Net proceeds from issuance of common stock ........... 2,000 1,561,999 


Se tee Scents oF ey as eihoy (e Xe ey .eme 


Celie 0) 8) s))6 a) ee) (@)1e Lelie) eis el7e 


FUNDS WERE APPLIED TO: 


AMGitions to Oll ands Gas: PrOPeNrtles ares untae erie f 695,439 177 846 

AC OINGONS LOmtUrmitune san fixtures earn sect amie: «ramet a 18,368 7 A438 
Reduction in long-term borrowings ..........+.+++++05: 12,346 10,520 
"726,153 —«-195,804 

INCREASE (DECREASE) IN WORKING CAPITAL ....00..05... $ (785,844) $1,271,283 


The accompanying notes to consolidated financial statements are an integral part of this statement. 


Notes to Consolidated Financial Statements 
May 31, 1970 


1. PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of the Company and 
its wholly-owned subsidiary, Clark Canadian Offshore, Inc., formed in 1969. All inter- 
company accounts and transactions have been eliminated. 


2. METHOD OF ACCOUNTING FOR OIL AND GAS PROPERTIES 


The Company follows the policy generally known as full cost accounting in which 
all direct costs incurred in the acquisition, exploration and development of oil and gas 
reserves (including intangible development costs, dry hole costs, costs of undeveloped 
properties, abandonments and lease rentals) are capitalized and amortized on a company- 
wide unit-of-production method based on total estimated recoverable oil and gas 
reserves. Profits or losses are recognized on the disposition of those leases held in 
inventory for resale. 


3. INCOME TAXES 


Because of the deductibility for tax purposes of certain costs capitalized for 
financial reporting purposes, no income taxes are currently payable by the Company. 
Prior to the fiscal year ended May 31, 1970, deferred income taxes were provided for 
these timing differences. During fiscal 1970, the Company retroactively changed its 
method of accounting for income taxes so that deferred taxes are not provided for these 
timing differences, provided estimated future statutory depletion and other tax deduc- 
tions equal or exceed the capitalized cost of oil and gas properties. The effect of this 
change was to increase retained earnings for the fiscal years prior to 1969 by $87,705 
and to increase the net loss for the year ended May 31, 1969, by $48,690, as compared 
with the amounts previously reported. The accompanying consolidated financial 
statements have been adjusted to reflect this change. 


4. COMMITMENTS 


The Company has contracted to lease new office space at a total rental of 
$39,000 annually for a ten-year term commencing April 1, 1971. It is the intent of 
management to sublease approximately one-half of this space until such time as it is 
needed by the Company. 


In connection with exploration in the Louisiana and Texas offshore venture in. 
which the Company’s wholly-owned subsidiary, Clark Canadian Offshore, Inc. is parti- 
cipating, the Company has agreed to spend $100,000 annually for two years ending June 
30,1972, 


5. STOCK OPTIONS 


Pursuant to resolutions by the Board of Directors, stock options consisting of 
108,500 shares of no par value common stock have been granted to officers and key 
employees of the Company. These options are exercisable at any time at $2.00 per 
share and terminate at varying dates through March 23, 1975. None of these options 
has been exercised as of May 31, 1970. 


6. LOSS PER SHARE 


The computations of loss per common share are based on the weighted average 
of the shares outstanding and do not include the effect of the outstanding options since 
their inclusion would reduce the loss per share. 
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ANNUAL MEETING 


Shareholders are cordially invited to attend the annual 
meeting of the company, to be held on Tuesday, 


September 15, 1970, at 10 a.m. at the Penthouse, 19th 
Floor, Canada Trust Company Building, 110 Yonge 
Street, Toronto, Ontario. 


clark canadian exploration company 
Annual Report / 1970 


Printed in Canada. 


clark canadian exploration company 


and subsidiary 


CONSOLIDATED STATEMENT OF SOURCE AND 
APPLICATION OF FUNDS 


Six oaths ended November 30 
1970 1969 


(U.S. Currency — unaudited) 


Funds were provided from: 
Net income (loss) for the 


period $ 88,005 $(122,343) 
Add charges to income 
not requiring funds — 
Depreciation, depletion 
and amortization 45,000 61,975 
Funds provided from 
operations 133,005 (60,368) 
Sale of no par value 
common stock =a 1,849 
133,005 (58,519) 
Funds were applied to: 
Additions to oil and gas 
properties 220,749 383,870 
Additions to furniture 
and fixtures 35,033 12,534 
Reduction in long-term 
borrowings ia 11,420 
DIS. Oe 407,824 
Decrease in working capital $122,777 $ 466,343 


NOTE: The consolidated statements include the accounts of the 
company and its wholly-owned subsidiary, Clark Canadian Offshore 
Inc., formed in 1969. All inter-company accounts and transactions 
have been eliminated. Because of the deductibility for tax purposes, 
of certain costs capitalized for financial reporting purposes, no 
income taxes are currently payable by the company. Deferred 
income taxes are not provided for these timing differences provided 
estimated future statutory depletion and other tax deductions equal 
or exceed the capitalized cost of oil and gas properties. 


clark canadian exploration company 


(Incorporated under the laws of the State of Texas) 


DIRECTORS 

Patrick S. Beaird Denver, Colorado 
E. B. Clark, Sr. Wichita Falls, Texas 
Gene Clark, Jr. Denver, Colorado 

D. G. Lawson Toronto, Ontario 
Claude R. Nash Denver, Colorado 

J. N. Sherrill, Jr. Wichita Falls, Texas 


OFFICERS 

E. B. Clark, Sr. Chairman of the Board 

Gene Clark, Jr. President and Chief Executive Officer 
J.N. Sherrill, Jr. Vice-President and General Counsel 
Patrick S. Beaird Vice-President 


Claude R. Nash Secretary, Treasurer and Chief 
Financial Officer 


CORPORATE HEADQUARTERS 


824 Patterson Building Denver, Colorado 
(303) 825-2285 


CANADIAN DIVISION 


798 Pacific Plaza Calgary, Alberta 
(403) 262-9586 


OKLAHOMA DIVISION 


1704 Fidelity National Bank Building Oklahoma City, 


Oklahoma (405) 239-2561 


clark canadian 


exploration company 


INTERIM REPORT 


SIX MONTHS ENDED 
NOVEMBER 30, 1970 


(90) $ coos, uonnyig 
[NY surunssy ‘oreys 
UWOWIWIOZ| Jed (sso’T) ssuruse | 


(eve? )$ S00°88 $ (sso) euroouy JN 
E€V TBE vEL Ls 
SL619 000‘S+r uorjezI}Iowe pue 
uorja]dap ‘uoneieideq 
9Sr7'6LI ELT 9ET sosuadxa 
JATPLIISIUTLUpe pue [eIoUay 
Eer' ve 98767 sasuadxa 
uononpold ses pure [IO 
695°901 SLULVS SOOTAIOS 
po}e[oI pure soyes asea] 
‘SUIT[LIP }OR1}UOS JO SOD 
:sasuodx gq SurjersdQ, 
060092 6€L'Sv8 
900° 191 SL6 18 dUIOOUT 
uoronpoid ses pure [IO 
78066 $ vOL‘EIL$ SODTAIOS Poyefol pue 


SoTeS Seg] ‘SUTT[IIP jOeIUOD 
‘sonusAdy Sutye19dQ 
(payipneun — AouerinD *S") 


6961 OL6I 
O€ JOqUIZAON popusa syyUOU! xIg 


SNOILVUddO AO LNAWALVLS GALVGITOSNOD 


Aseipisqns pue 


fimedtoa uoqesojdxa UeIpeues yle]9 


IL6I ‘8 Arenues 
JUSPISol 
ys ‘Ig “yile[D ouey 
ZS & ly 
gaan 

‘YyMOIS AIVUIPIORI}XO JO porsod 
B JO ploysoiy} oY} UO spuejs URIpeURD Ye[D 
yey} Jol[og Ino ur onuTUOS 9M “s}URdrOTIed 
Aysnput I3yjO YWM swedwoid SUTT[IIp 
Jo Joquinu e 3ulquwiosse ul poafoAut AT}Uaseid 
st Auedulood INOA ‘UOT}IPpe UT “IedA [BOST} }XOU 
oy} OUI pue IVA [eOST} JUSTIN 9Y} Jo Jey 
puooss oy} Ul WnjUSWOU utes 0} 9NUT}UOD 
0} pojoodxe ore Auedutos nok Aq poseueul 
soInjusA JUTOF OY} UL soryATjoR suld 


AOOTLNO 


‘uolonpold 
o}ur 3nd pue podojoaop AT[nj st AOAOOSIP 
eWOYRTIQ oy} pue pojyo[duloo Aj[njssaoons 
QI Ploy suUIN][OD 94} UI soInpsooid AIOAOOAI 
Arepuooes oy} JO JUSUIdOToANp sy} se UIT} 
YONS 1 PasIAdI 9q [[IM UOT} eNIIs SITY], “ouUOOUT 
uorlonpoid ses pue pio ut doip Areioduis} 
eB poouatiedxa sey Aueduiod oy} “ewoyr,yO 
ut Araaoostp s.Auedwos oy} Woy Sulonpoid ul 
porojunoous SAvjap pue PIoTy SUIN{[OD sy} UI 
AIOAOISI SLB PUR [IO WINUWIXPU IO} somnpsdoid 
Argaooo1 «=AIepuooss Jo yudourdojsaap 
pue uoneziyun oy} jo }nsol eB SV 


NOILONGOUd 


“asvoloe 
Auedulod jo 3Uljso} oY} 9sATJOOf[qo Moy} 
SB APY YOIYM Sede [BIOADS UI S}UOWOSUeLIC 
SUT][IIp SnoIowINU UT sonuUT}UOD UOT}edIorzIed 
‘soinjudA JUIOL OY} JO CY} puke SOT}IAT}OR 
SUI[[LIp UMO S,AUedUIOD 94} 0} UOT}IPpe UT 


"spoliod o1njnj JO SONUDADI JsUTeSe 
poziyiowe aq 0} dAey pl[noM YOTYM s$jsod 
AlO}eIO[AXd 9JeIOUNs JOU [[IM JOUUPUW SITY} 
ul podojasAsp SdaArosol Jey} pojou 9q pynoys 
1] ‘yUIOd SuIsed 0} S}SO19JUT SUTYIOM Poles 
JO WIOJ 9} UI SI SUT[IIp 94} UT UOTedtor1ed 
sAuedulod oY} se YonWseur ‘s}UdUI9}e}s 
[eIoueUTy OY} UT poqJoo[joI JOU o1e SaINJUdA 


JUTOL OY} JO SOIJIAIOe BUTT[IIP 94} UT $}SoI9}UT 
ULIPCULD YIe[D oY} JO SonfeA SISUIIJUT OY] 


190} 0O0‘S | 0} poWwweisold st pur joj 
000'8 MOTEq BuIpssd01d sI [JOM SIU “odsolg 
yeuling 1seq 9} UO sINJUSA JUTOL PWIOYLTYO 
oy} Aq po[lip SuTOq STI [Jom Y}XIS oY “oINJUIA 
julor¢ ueIpeURD oy} Aq pa[lip Suteq ATJUosoid 
ole ‘eLIaq/y ul joodsoIg WOPsIA, 94} UO ddI} 
pue eIquinjoD) Ysi}lig ul joodsolg sseg ould 
oY} Ul oUO ‘SI[OM [PUOTIIPpe INO. “pouopuege 
pue possnjid useq sey osinjusA jUTOL 
uvipeuey oy} Aq pol[lip “yoodsolg TyMoyeY 9} 
UO ‘ST[OM 9SdY} JO SUC “RWOYLR[YO pue epeury 
UI SOTJIATIOV OINJUSA JUTOL S}I YIM UOTJOOUUOD 
UI s][Jam AIOJeIO[AXS [VUOTJIPpe XIS JO SUT|[LIp 
oy} Ul Sulyedrtosed oste st Auedwiod sy}, 


“IBdA [VOSTJ JUIIINI 9Y} JO [VY puodes oY} 
UI POL} JY} UT PaT[lIp oq 0} sT[om JUoUTdoToAAp 
oy} Ul 4SoIOJUI OY] B oAeY [[[M pue Tan 
SIY} UI JSOIOJUT BUTYIOM YALE ve sey Auedulod 
dU], ‘[[oM se3 jooms Bulonpold ev se poyo,duroo 
A][njsssoons sem ‘yoodsoig sulIsg YON 
ey] UO ‘dSdY} JO 9UO “PUIOYLTYO UsosaM\ JO 
uIsSeg OYIepeuy oY} UT ST[aM AIO}eIO[Ax9 day} 
Jo 3ul[IIp oy} poyotduroo Aueduroo oy} “Ieah 
[eosty JUSLIND oY} JO JPY IsMJ oY} Suling 


NOILVaOTdxX4 


“MOTJ YS’O dAT}ISOd pue ssuTUIeS 
Zuinuyuod sjoodxa pue Auedwios InoA 
jo suoresodo oy} ul jurod Sutuin} e juasardal 
S][NSOI aSoY} SOAdT[AG JUDUTASeURUT INOX “IedA 
Jotid ay} Jo porsed owes oy} ur oseys Jad fg Jo 
SSO] B 0} posedurtoo oreys Jad f¢ jo Aueduioo 
94} 0} SSUTUIvA UT po}Nsel sonudAdI SuT}eIodo 
UI gseoroUT sIyy, “IeaA Iold oy} Jo potiad 
aUIeS 9Y} Ul Y60'O9T$ OF poreduos GEL*SHs$ 
sIOM QL6I ‘OE JOQUIOAON pepue syjUOU 
XIS 94} JO} sonusadl Surljetodo s,Auedutoo 
34} 1eY} J1OdaI 0} a[qQe oq 0} poseatd aie 9A, 


TVIONVNIA 


SYACTOHAYVHS OL LYOdd a 


